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§ 1206.355

paid based on estimated generating
costs. You must pay any additional
royalties due (together with interest
computed under §1218.302 of this chap-
ter). You are entitled to a credit for or
refund of any overpaid royalties.

(n) In conducting reviews and audits,
ONRR may require you to submit
arm’s-length power plant contracts,
production agreements, operating
agreements, related documents and all
other data used to calculate the deduc-
tion. You must comply with any such
requirements within the time ONRR
specifies. Recordkeeping requirements
are found at part 1212 of this chapter.

(0) At the completion of power plant
dismantlement and salvage operations,
you may report a credit for or request
a refund of royalty in an amount equal
to the royalty rate times the amount
by which actual power plant dismantle-
ment costs exceed actual income at-
tributable to salvage of the power
plant.

§1206.355 How do I calculate royalty
due on geothermal resources 1 sell
at arm’s length to a purchaser for
direct use?

If you sell geothermal resources pro-
duced from Class I, II, or III leases at
arm’s length to a purchaser for direct
use, then the royalty on the geo-
thermal resource is the gross proceeds
accruing to you from the sale of the
geothermal resource to the arm’s-
length purchaser multiplied by the roy-
alty rate in your lease or that BLM
prescribes under 43 CFR 3211.18. See
§1206.361 for additional provisions ap-

thermal energy displaced = (h

30 CFR Ch. VII (7-1-13 Edition)

plicable to determining gross proceeds
under arm’s-length sales.

§1206.356 How do I calculate royalty
or fees due on geothermal resources
I use for direct use purposes?

If you use the geothermal resource
for direct use:

(a) For Class I leases, you must de-
termine the royalty due on geothermal
resources in accordance with the first
applicable of the following three para-
graphs.

(1) The weighted average of the gross
proceeds established in arm’s-length
contracts for the purchase of signifi-
cant quantities of geothermal re-
sources to operate the lessee’s same di-
rect-use facility multiplied by the roy-
alty rate in your lease. In evaluating
the acceptability of arm’s-length con-
tracts, the following factors will be
considered: time of execution, dura-
tion, terms, volume, quality of re-
source, and such other factors as may
be appropriate to reflect the value of
the resource.

(2) The equivalent value of the least
expensive, reasonable alternative en-
ergy source (fuel) multiplied by the
royalty rate in your lease. The equiva-
lent value of the least expensive, rea-
sonable alternative energy source will
be based on the amount of thermal en-
ergy that would otherwise be used by
the direct use facility in place of the
geothermal resource. That amount of
thermal energy (in Btu) displaced by
the geothermal resource will be deter-
mined by the equation:

h,, —h_, )xdensity X 0.113681X volume

Where h;, is the enthalpy in Btwlb at
the direct use facility inlet (based on
measured inlet temperature), ho, is the
enthalpy in Btu/lb at the facility outlet
(based on measured outlet tempera-
ture), density is in lbs/cu ft based on
inlet temperature, the factor 0.133681
(cu ft/gal) converts gallons to cubic
feet, and volume is the quantity of geo-
thermal fluid in gallons produced at

efficiency factor

the wellhead or measured at an ap-
proved point. The efficiency factor of
the alternative energy source will be
0.7 for coal and 0.8 for oil, natural gas,
and other fuels derived from oil and
natural gas, or an efficiency factor pro-
posed by the lessee and approved by
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